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CP'S MUHRI INTERVIEWED ON SOFIA IDEOLOGY CONFERENCE 
AUO21540Y Vienna VOLKSSTIMME in German 30 Dec 78 p 3 AU 


{Interview with Austrian Communist Party Chairman Franz Muhri o1 the 12-15 December 
Sofia international conference on socialism] 





[Excerpt] VOKKSSTIMME: Did the conference alsc discuss questions «f the communist world 
movement ? 


Mulwi: Of course, considering that real socialism and the attitude toward it is of 
primary importance for any communist party. Several speakers rightly stressed that to 
refute the lying anticommunist and anti-Soviet propaganda, to spread the truth about the 
socialist countries constitutes not only an internationalist commitment for every 
communist, for every germuine revolutiona:y, but also is closely linked with the struggle 
waged by each party in the capitalist world in its own country for the interests of the 
working people, for democracy, independence, peace and socialism. The lying anti- 
communist propaganda is actually designed to split the working people, to divert them 
from this struggle, and to deter then. 


However, most speakers also dealt with relations among the communist parties, and here 
in my opinion it was particularly noteworthy that at this representative forum of rep- 
resertatives of 73 communist and workers parties there was a consensus that today there 
is no leading center in the communist movement, nor should there by any such center, and 
that relations among the communist parties are besed on the foundation of equal rights, 
independence, noninterference in internai affairs and mutual assistance. A number of 
speakers in the discussion correctly observed that che Soviet Union, as the first and 
politically, economically and militarily the s*rongest socialist country, and the CPSU 
as its leading force, play a special part in international world events and bear a 
special responsibility in the struggle for peace. 


There was also general consensus, and many expressly said so, that there is no generally 
valid "model" of socialism, and that both the generally ‘alid experiences and their 
creative application to the nationalpeculiarities of eac country are important. Accord- 
irgly, the variety of fomis cf transition to socialism in he various countries will 
increase further. There was also complete agreement that there are differences of 
opinion about certain questions in the world communist movement, but that the common 
struggle for the common goals, especially for disarmament and for safeguarding peace, 
must be in the forefront and must be intensified. 


VOLKSSTIMME: Did the position of the Chinese leadership play any role? 


Muhri: Yes. The represeatatives of a great number of parties critically discussed the 
position of the CCP's leadership, which today is already making deals quite openly with 
the most reactionary imperialist forces, which pleads fr a strengthening of NATO, re- 
presents the fatalistic thesis that a new world war is unavoidable, amd even makes efforts 
to bring about such a war. Some parties, such as the Romanian party, have not publicly 
criticized the Chinese leadership, but the policy of these parties, too, fundamentally 
differs from the position of the Chinese leadership. At the same time it was stressed that 
this policy of the C!dnese leadership is bound to fail, because it runs counter to the 
interests of the peoples and of the Chinese people themselves. 


If attempts are sometimes made to depict the whole thing as a "Soviet-Chinese conflict," 
then the very discussion at the Sofia conference has made clear that the policy of the 
current Chinese party and state leadership is rejected by the entire communist world 
movement. At the same time, the aim of achieving new unity with the Chinese communists 
on the basis of Marxism-Leninism and proletarian internationalism i= maintained. 
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SCHMIDT INTERVIEWED ON WORTH-SOUTH QUESTIONS 
DWO31155Y Mainz Domestic Television Service in German 2000 GMT 2 jan 79 DW 
[Interview with Chancellor Schmidt in Jamaica by Pakistani correspondent Dunjihboy--recorded] 


[Text] [Question] Mr Chancellor, why did you take the trouble to come to Jamaica? Re- 
portedly you are not ticularly interested in the problems of the Third Yorld. 


[Answer] That is absolutely wrong. I am quite interested. You can see that by the 
enormous increase in our development aid budget last year, an increase by nearly one- 
fourth, whereas the entire budget increased by a mere tenth. I have gladly come here, 
for the whole idea of this informal meeting is attributable to a long conversation which 
the prime minister of Jamaica, Mike Manley, and I had in Hamburg last year. 


[Question] Pundamentally speaking, do you believe that the North-South dialog is really 
useful, quite apart from the fact that the North and the South have controversial interests? 
What I mean is, any real independence and growth of the developing countries can only be at 
the expense of the industrial countries. Is that in your interests? 


[Answer] I am not quite sure whether we could express it this way. Conversely I would 

say there is a principle of the mutuality of interests. We in the industrial countries 

are keenly interested in expanding the markets for our industry, meaning, for the products 
our working people produce, because we do not want to become jobless. The developing 
countries, for their part, are interested in modernizing their production, in agriculture 

as well as in industry, and to engage more strongly in worldwide division of labor. It 

is, I bel.eve, wrong to say that the interests are antagonistic. They are not antagonistic, 
Just as the interests of agriculture and the interests of the workers are not in our 
country. One needs the other. 


[Question] Do you believe the informal talks you had just now will produce more than the 
official conferences? Or what will they bring, anyway? Why have you met in this loose 
form, as we must call it? 


[Answer] We met here in a very small group, I think there were never more than 16 persons 
in one room. There was no need to ask to be permitted to take the floor. Everybody could 
ask questions such as: I did not understand that, please explain it again. I learned quite 
a lot here, and I am absolutely positive that this also pertains to the other participants. 
I am particularly happy that the state chiefs or government chiefs and their ministers 

from developing countries have seen the great problems we have in the industrial countries 
because of the world economic crisis. They did not quite rsalize that all the industrial 
countries together have 17 million unemployed, 


{Question] That is important to know here? 


{Answer] Yes, and that is one of the reasons why it is so difficult to achieve equali- 
zation of interests in many fields, 


[Question] Will you use the information you obtained here in your Guadaloupe talks? 
Will Helmut Schmidt act now as some sort of advocate of the Third World? 


[Answer] No, I do not think so. I must be the advocate of the interests of my own people, 
of our society, and of our own national economy, But certainly i will intrcduce some things 
I learned here on various future occasions. Some of it I will introduce in Guadaloupe, 

as you remarked correctly, more in private talks though than in the conference, because 

it will not deal mainly with economic problems. 
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Another part will be introduced in government policy at home in Bonn and possibly also 
in German Bundestag debates. Some of it will be used with regard to our action at such 
international conferences as you just mentioned, 


BANK PRESIDENT EMMINGER ASSESSES 1979 ECONOMIC DEVELOPMENT 
DWO30929Y Munich SUEDDEJTSCHE ZEITUNG in German 30/31 Dec 78 p 26 DW 


[Editor Franz Thoma report on interview with FRG Issuing Bank President Otmar Emminger 
in Seefeld) 


[Text] Seefeld, 29 December--This is the New Year's prognosis of Dr Otmar Emmirger, 
president of the German bank of issue: Under the prerequisite of “sensible price and 
wage activities” economic growth will increase in 1979 “by about 4 percent”; price 
increases for consumers will be below 2 percent; 2 slight increase of interest rates 
will be noted if a strong economic upswing ta<es place, The quota of fully unemployed 
will drop to a level below 4 percent if producticn will increase by 3.5 percent as 
expected. The consequence will be a shortage in qualified personnel. 


This was stated by Emminger on the eve of the official start of the European Monetary 
System (EMS) (that probably will be delayed until mid-January because of the French- 
German agrarian price differences) in an interview given to SUEDDETUSCHE ZEITUNG editor 
Franz Thoma in Seefeld. The chief of the national bank makes the reservation though 

of unpredictable foreign trade risks. The European Monetary System itself can entail 
some complications of German monetary policy, but that must not necessarily be the case, 
Shortly prior to the beginning of EMS, the exchange rates of involved currencies 
developed quite normally on money markets. The French franc particularly was stronc. 


That must be considered evidence of the fact that the right introductory exchange rates 
with regard to EMS already have been created at the market, 


So not mich of the feared speculation has taken place shortly before 1 January 1979. But 
first some remarks on domestic economic developments, 


The 4 percent growth rate Emminger predicted correctly for the Federal Republic will 
reach the limit of skilled personnel capacities, particularly since the unemployed 
Slowly will disappear if the national economic productivity rate will increase by 3 
percent. If work time should be strongly curtailed, possibilities for extending 
productivity could not be fully exploited, As regards foreign trade risks (oil, 
dollar), Emminger said that 1978 demonstrated that a sound domestic economy can help 
overcome these risks--no additional initiatives emanated es a whole from foreign 
trade, 


Investment economy in the meantime experienced some new impetuses, 


Emminger demanded out of concern that the steel workers' strike could involve the rest 
of the economy and that the wage and price climate could deteriorate, that the tariff 
partners must not disregard the “excellent and unique chance” for achieving sound 
growth without much inflation, ‘he successful combination of 1978 could be continued 
in 1979: Upswing on the basis of stability--the German concept, This could become 
lasting growth that was supporting itself without being nourished by an expansion of 
public expenditures and tax reductions). In order to achieve that, 1979 wage 
increases ought to be lower than those of 1978, 


Thanks to tax reductions and more money for families with children as well as moderate 
price increaxses, net income in 1979 as in 1975 could increase more than gross income, 














VII. 4 Jan 79 J 


FEDERAL REPUBLIC OF GERMANY 


La 


Emminger points out the connection between wage policy, purchasing power, and growth: 
Wages in 1978 increased nominally by 5 to 5.5 percent, that is 1 to 1.5 less than in 
1977. ‘The real purchasing power of wages increased thanks to the strengthened 
deutschemark's purchasing power and the unexpectedly strong curtailment of the inflation 
rate of about 2.5 percent by 4 percent in 1978 vis-a-vis just 1.8 percent in 1977. As 

a whole, the second par: of 1978 produced a satisfactory growth rate, 


What Emminger termed a successful con>!ration could be repeated in 1979 if the wage 
partners in their wage policy and the entrepreneurs (particularly in the construction 
sector) will maintain the same sense of proportion with regard to their price policy. 
If that sense of proportion gets lost, Emminger fears that the beginning development of 
investments could come to an early standstill. Foreign trade hazards will become 
greater and more incalculable anyway. 


Since the DM exchange rate increase promoted by the deterioration of the dollar is 
supposed to be offset by EMS, the bark of issue will keep a watchful eye on the monetary 
volume and the price increase rate, Dr Emminger belisves that a dollar exchange rate 
of DM1.80 to 1.90 will be "normal and relatively satisfactory” in 1979 (but not for 
certain export industries in the Federal Republic). The OPEC price increase (that will 
reach 14.5 percent as of next October) will be a new burden for the United States and 
reduce (if not presently bury) hopes for cutting down by half its trade balance 

deficit in the near future, 


To go to the observations of Emminger, the assessment of the American economic 
development has strongly changed especially in the past few days, 


Over there they do not expect any stagnation anymore, let alone a recession; nor does 
the interest-rate level appear to be depressively high, considering the inflation rate, 


The (primarily political) goals of the European Monetary System, which probably will take 
effect only in mid-Jarmary, according to Emminger are so important that one cannot but 
put up with the risks. ‘he chief of the bank of issue quotes the chancellor as having 
said that this risk can be run only after the will of all governments from Rome to 

London had been clearly discernible to stabilize their currencies, that is to say, to 
combat inflation at home, Emminger: "This is what we consider the business basis of 
this system." Such a stability-policy objective, he thinks, is more important than 

all safeguards built into the credit and intervention mechanisms, 


For the time being, Emminger does not expect any great interventions in the EMS, But 
should they occur--and any intervention enhances the money quantity--"then we shall 
not be deflected from our ft *bility policy.” This has been made perfectly clear, also 
to the foreign countries, if alone by the renewed stipulation of a money-quantity 
target--this time in the for of a development target [verlaufsziel] which is 
operationally more applicable in comparison with the former average target, 


In this connection Emminger justifies the fact that in 1978 the planned increase in 
the central-bank money quantity of 8 percent had been sllowed to reach 11.5 percent 
(and in the past few months even 14 percent), by referring to the economic development 
which was still weak in the first half of the year, and to the upward trend of the 
German mark. Wow the money circulation will probably sccelerate, and besides, the 
intervention commitments in the EMS are ultimately intended to decelerate the upward 
trend in the DM rate, This is why the bank of issue will keep a particularly close 
watch on the development targets of the money-quantity growth from the fourth 

quarter of 1978 to the fourth quarter of 1979, the bottom being 6 percent and the 
celling 9 percent. 
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"In the event of a strong upward trend in the DM rate we will tolerate 9 percent. In 
the other case, ami especially if and when the money circulates more rapidly, we will 
tolerate less. We have not broadened the margin to enlarge the target so that we might 
hit the money-quantity mark better,” Some margin of Judgment has been granted, "with 
us already having stipulated the basic principles of said judgment.” In the case of 
corrective measures Emminger insists on « clear differentistion between a mere 
neutralization of extra liquidity and a restriction that will cut liquidity down, 


Though on a smaller scale, the bank of issue has found in the former currency snake 
already that army system of fixed exchange rates and thus of fixed intervention 
commitments (such as in the EMS) makes money policy more difficult. In 1978 about DM 
billion of the more than DM19 billion in net influx of foreign exchange (by which the 
domestic currency circulation increases) was attributable to interventions within the 
small snake. Naturally the dollar propping required a large amount. 


In this process it comes to light that the European currencies (including the Swiss 
franc) are increasingly pegged to the German mark, 


The starting position for the EMS is "not unfavorable", Emminger says. he three great 
countries, France, italy, and England (which according to Emminger's forecast will 
probably Join the EMS 6 to 9 months from now) have well-equalized balances of payments, 
to begin with, In the case of Italy there is even a high trade-balance surplus. 
Secomdly, the governments have lately pursued a course of stability. If these efforts 
continue, then the chances will increase that no grest tensions will occur in the EMS 
in the near future despite the considerable differences in the inflation rates of the 
individual countries. 


"It is impossible to say, however, how this will proceed in the long run,” In any 
event, according to Emminger's opinion it was still impossible to venture the step 
toward the EMS 3 years ago. Nevertheless, the chief of the bank of issue considers the 
remaining risk “relatively great", On the other hend he does not believe that the 
credit facilities enlarged to 25 billion ecus [European currency unit] (insluding 
England) with the approval of the berk of issue will ever be totally exploite, 
especially since not all EMS members can be debtors at the same time, 


The grant of the medium-term assistance--14 billion ecu of the 25 billion ecus--is 
linked with obligations anyway 1 ecu; European currency unit, equaling DM2.57). 
Moreover, experience teaches that barks of issue make use of short-term assistance 
credits, only relatively rarely, After all, Emminger says, the participating banks 
ef issue have in the new system currency reserves of their own in a magnitude of 100 
billion dollars if the gold which nowadays can be easily mobilized in the new systen 
as a security at market-proximate prices) is estimsted at 130 dohlars per ounce, If 
these countries would muster but @ fraction of these currency reserves of their own, 
"they could inundate us with foreign money to a far greater degree than by resorting 
to the assisterce credit,” 


But as far as Emminger is coreerned, a1] this is not decisive, What matters for the 
success of the EMS is the will for stabilization on the part of the member countries, 
"There are no regulations for this, There is only the hope that the will for it will 
be preserved,” 


PRESS DISCUSSES HAIG RESIGNATION, LRAN SITUATION 


DWO4OBOSY Cologne Deutsehlandfunk Domestic Service in German 0605 GMT 4 Jan 79 Dw 


[“rom the press review) 


[Text] Discussing the resignation announcement by NATO Supreme Commander Haig, NEUE 
OSNABRUECKER ZEITUNG writes: The announced resignation does not come as a surprise, The 


generet never could conceal the fact that he is basically more 4 politician than a militery 
n. 
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In the nearly 5 years he spent in Brussels he always had to excercise restraint in this 
respect, which really took an effort om his part. This is why it was Just a matter of 
time until the general would quit his military career, which had climaxed sat his NATO 
post enyway, a climax which could hardly be surpassed, Wobody harbors any doubts now that 
Haig is drifting toward the political levers of power. During the rxst few months 

the NATO supreme commander had even been mentioned as a candidate for the presidency on 
several occasions, 


The Leutkirch SCHWAEBISCHE ZEITUNG makes the following comment: When General Haig lesves 
his post in June and returns to the United States, the Western defense alliance will 

lose its most adept military ieader. Even if his predessors and compatriots, Goodpaster, 
Lemmitzer, and Norsted, had greater presence, Alexander Haiz has been the most successful 
of them, This has been re-ogniized for some time in Europe, the very place where he, « 
leftover of the Nixon baniaruptcy, sent to Europe by Nixon's successor Ford, initially 
met with the greatest reserve, lot only soldiers and politicians, but ultimately all the 
people in free Europe, must thank this learned political selentist sbove all for this: 
The military and the politicians’ awareness that new ideas, efforts, and effects emanate 
from this supreme commander; and the citizens’ reassurance that the man at the top of 

all the NATO troops not only was a master of the soldier's profession and an official 

in uniform, but especially also is a politically thinking man, 


Bomm's GENERAL-ANZEIGER notes: This retirement has no connection with political quarrels 

or resimations, In NATO circles it is an open secret that Hale, with his 54 years of 

age, feels young enough to enter the American arena as a politician. Some people already 

see him running as candidate of the Republican Party against Jimmy Carter in 1980. In 

this general, NATO is losing 4 supreme commander who was no worse than his predecessors 
militarily but who surpassed many others in political flair and capability for self-assertion, 


A final glance at Iran developments, FRANKFPURTER ALLGEMEINE ZEITUNG makes the following 
considerations: The Persian poiitician Shahpur Bakhtiar is a brave man. He is prepared t« 

set up a new goverrment without asking the shaht* resign, and he also is said te be prepared 
to continue Iran's good relations with the Wert. A mo@erate cabinet under Bakhtiar leading 
Persia fr-m the autocracy of th- shah gra@ually to the state form of a constitutional 

monarchy would be the best possible solution for the Persians. Bakhtiar will have to face 

the fanatic Muslim leader Khomeyni. Wot many Persians want after an inevitabiy short 
dictatorship of Ayatollah Ruholla Khomeyni the icy air of the East blee to be dominating 

the Tehran climate. There is still reason enough for Western Gemocracies to feel 

gravely concerned about the future of the Persian state, writes PRANKPURTER ALIOEMEINE ZEITUNG, 


HANNOVERSCHE ALLGEMEINE ZEITUNG gives the following opinion: By appointing politically 
moderate Shahpur Bakhtiar as new government chief, whose appointment was confirmed by the 
Iranian parliament, the shah was trying for the fourth time in four months to save his 
throne and protect his country against chaos, The question is whether the attempt of 
setting up a new government has not been made too late, Will new government chief 

Bakhtiar successfully carry out this difficult act of balance’? The fate of the shah depends 
om Bakhtiar's success, 
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GISCARD SPEAKS TO COUNCIL CF MINISTERS ON 1979 TASKS 
LDOSIS26Y Paris Domestic Service in French 1200 GMT 3 Jan 79 LD 


[Excerpts] [studio anncuner) (Jean-Paul Bonami), you now know about the communique 
from the Council of Ministers session held this morning. The president of the republic 
said that 1979 would be a year of political stability. 


{[Bonami] Yes, the president returned this morning--as he addressed ministers at their 
first meeting of the yeare--tc the theme of a new ardécr which he asks cf them in 1979 in 
the management of France's affairs. This is what Elysee spokesman Pierre Hunt said just 
mOw : 


[Begin Bunt recording] He explained to the premier and tne ministers that it was the 
action of the goverrmment which should distirguish the political life of France in 1979; 
that this action should concern a renewed managemer’. which takes into account the poricd 
we are livine in, that is, the economic and social cond@itions of France at the present 
moment; that it should be concerned with the reform of [ad@ministrative] structures, which 
would be an important achievement; and that it should alse help new officials to emerge 
in the life of Prarce. 


He said that there were no national level elections in 1979, as one could not consider 
the cantonal elections to be of national importance, and that, equally, the Furopean 
elections would mot affect the process of taking national decisicns. 


Therefore 1979 is foreseen as being year of political stability, and thus a year of 
useful work for Prance. It is to this task that he asked the government to devote itself. 
[end recording] 


{Bonami] The Council of Ministers also @iscussed Purope, particularly the European 
Monetary System. I can tell you that the FPrench Government has made its final decision 
on this matter. But Mr Hunt said it will only be made public later. It is certainly 
a question of making fupther contacts with the FRG. 


GISCARD TO VISIT ROMANIA, USSR APTER GUADELOUPE SUMMIT 

LDOS1026Y Paris Domestic Service in French 0700 GMT 3 Jan 79 LD 

(Summary) After his meeting with other Western leaders in Guadeloupe, President Giscard 
é*Estaing wil) contine his policy of maintaining contacts with the East blice countries 
with a }-day visit to Romania; he will visit the USSR in March. 

In the context of contacts with developing countries, he will go to Cameroon, Mexicc 

and then to Rwanda for a Prench-African sweamit later this year. Another summit will be 
held for in@ustrializced countries in Tokye. 


There will also be a Prench-German meeting and two EEC summits between now and the summer. 


Three provincial trips are planned--to Aquitaine, Languedoc-Roussillon and Alsace. 
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GOVERMENT STABILITY, ABORTION CURRENT POLITICAL ISSUES 
AUOSO95OY Rome ANSA in English 0542 Gur 4 Jan 79 av 


[Text] Rome, 4 Jarmmary (ANSA)--Two recurring issues have once again returned to the 
limelight on the Italian political scene--abortion and goverment stability. Comments 
were still flowing on Wednesday in response to the recent revival of the Catholic church's 
anti-abortion campaign. 


The Italian Episcopal Conference launched a tirade against abortion, against women who 
undergo abortion and against doctors who perform the operation and intimated the 
possibility of organizing a campaign for a referendum to get Italy's brand new abortion 
legislation repealed, 


A muumber of influential cardinals joined in amd the Vatican hierachy's anti-abortion 
revival was complete when Pope John Paul II himself devoted the sermon of his New Year's 
Eve mass to a discourse on the evils of abortion and divorce. 


One of the latest response to the pope's move came yester Jay from Christian Democrat 
Party Chairman Flaminio Piccoli, who upheld the church's right to take stands in defense 
of its values. The pope, according the Piccoli, was not overstepping his powers in 
defending two of the church's values, the indivisibility of marriage ties and the pro- 
tection of humen life. His New Year's Eve sermon was purely a religious one, Piccoli 
asserted, and his appeal was to the Catholic conscience, 


Ra@ical Party civil rights spokesman Marco Panmnella voiced pleasure over the explanations 
coming from the church and from groups “politically and culturally tied to it” to 
rectify the Episcopal Conference's “interference and aggression". 


Republican Party Senate Floor Leader Giovanni Spadolini also drew a distinction between 
the pope's stand and that of the Episcopal Conference on the issue of abortion,... 

The pontiff never called for a referendum to repeal the abortion law", Spandolini noted, 
"while a few eminent cardinals went so far as to refer to it as a 'tumor' that had to 
be uprooted”. 


Meamhile, the government's survival prospects appeared to be thinning out as more and 
more representatives of the parties giving it its crucial parliamentary backing have 
been airing their lack of confidence in its effectiveness. 


The Socialist Party (PSI), however, has announced that it will not be the one to formally 
spark a goverment crisis. "PSI" leadership spokesman Aldo Aniasi stated in an interview 
in the "PANORAMA" new weekly this week that “the crisis is practically in effect already", 
adding in part: 


"This goverment, which came to power at a Gramatic time for the country, gradually 
lost the confidence of the political forces which backed its creation, “But one thing 
is sure....we Socialists shall not formally spa a crisis for two reasons, 


"Piret of all out of a sense of responsibility toward the country...and second of all 
s0 as not to become the alibi for holding early general elections". 


The Social Democrat Party (PSDI), has been stepping up its demands for "a different 
government that maintained the present political framework of national unity", as 
"PSDI” Deputy Secretary Michele di Giese stated yesterday. 


The Liberal Party (PLI) launched a broadside against the "PSDI" stand yesterday with oa 
coment from "PLI" M.P. Raffele Costa that the Social Democrats “want to replace 
Andrectti with Andreotti and the big coalition with the big coalition making few changes 
so that everything remains as it was before”. 
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MDW PDC LEADER SPEAKS AT PRESS COMPEREICE 
LDOSI7O3SY Lisbon Domesti- Service in Portuguese 1300 Gu? 5 Jan 79 LD 


[Text] Woteworthy in the context of party political life are the statements made at 
@ press conference this morning by Sanches Ovorlo, secretary general of the Christian 
Democratic Party [PDC]. Pedro Varanda reports: 


Im the past 6 months there has been some immer strife in the PIC for the party leader- 
hip. After the departure of Valdez dos Santos, caused by Pinheiro de Azevedo, it then 
became the turn c* Pinheiro de Azevedo to leave because of Sanches Osorio. Im effect 

it was announced at today's press conference that Pinheiro de Azevedo, besides no longer 
being chairman of the PIC, was suspended by decision of the PIC national council at a 
meeting yesterday. Today we were informed of the intentions of the PIC's new strongnan, 
Maj Sanches Osorio: 


[Begin Sanches Osorio recording) I am here to announce that I will not make a single 
concession to whatever may represent a deflection from the political goals of Curistian 
Democracy, nor will I enter into any alliances that might be a sign of lack of definition 
or of compromise with the collectivist ideals that are primarily responsible for the 
economic crisis afflicting Portugal. [end recording] 


In this context, commenting on the possibility of an alli:nece with the Social Democratic 
Center party [CDS], Maj Sanches Osorio said the PIC is receptive to all Christian 
Democrats but not to what he described as a nebulous centrism. Then he said the PDC 

is not afraid: [begin recording] We are not afraid of causing scandal by cleansing 
our party. I could never have accepted the leadership of the Chistian Democrats without 
holding myself responsible for the party's conduct. I will never knowingly allow the PDC 
to be used by anyone to further their personal aims. I will make no concessions. I will 
not be paralyzed by fear. [end recording] 


Pinally, we were given a better insight into the nature of the PDC's secretary gmeral 
and into what the PDC is, or proposes to be: [begin recording] The party will be firm 
and unyielding toward all that stands for betrayal and dishonesty. I am a soldier of 
our motherland. Let all traitors beware, for we will fight them imlacably. [end 
recording] 


Probe of Azevedo Activities 
LD032312Y Lisbon in Portuguese to Europe 1950 GMT 5 Jan 79 ID 
{Text ] The PDC has suspended its militant former party chairman, Adm Pinheiro de Azevedo, 
@uring a meeting of its national council. According to a communique released today, the 
PT’. has opened an inquiry into Pinheiro de Azevedo's activities and corroborated the 
corrections made by Sanches Osorio to statements made by Pinhelro de Azevedo. 
Tt was also announced that Dr Costa Pigueira has resigned his leading post in the party. 
PORTUGUESE, PRENCH CP'S CONCUR Ii OPPOS DIO EEC GROWTH 
LDOUOP4LY Paris L'HUMANITE in French 23 Dec 78 pp 1, 8 ID 
[Apparent text of PCP-PCP joint commnique: "A Friendly Meeting") 


[Text] At the invitation of the Portuguese Communist Party [PCP] Central Committee, a 
PCP delegation headed by Politburo Member Maxime Gremetz, chief of the PCF foreim policy 
section, and composed of Central Committee members Jean Garcia and Prancette Lazard and 
Central Comittee foreign policy section member Roger Trugr..1., visited Portugal 

18-21 December 1978. 
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The trip was made within the framework of the traditional] friendly relations 
> 


The delegation had talks with a PCP delegation headed by PCP Secretary Gameral 
Alvaro Cunha] and composed of Political Committee member Blangui Teixeira 

and Central Comittee member Albano Manes, chief of the Central Comittee 
imternational section. 


Daring its stay in Portugal, the PCP delegation met the Lisbon regional organization 
leaderthip and the AVANTE editorial board. I visited the nationalized “Petrogal” 
enterprise and Santarem district, Alpiarca municipality and the "“Machao do Ingles” 
agricultural cooperative. I was civen a warm and frater~al welcome everywhere. 


The ICP and PCP delegations had a broad exchange of information on the political 
situation in the two countries and on the two parties’ activities. That exchange 
highlighted the different conditions in which each party carrics owt its 
activity. 


The PCP delegation gave an account of the process of the Portuguese revolution 

and the current political situation, highlighting the historic importance of the 
victories won by the Portuguese people, especially agrarian reform, nationalization 
and worker control, and of the current broad people's movement to defend and 
consolidate these in face of the offensive by internal reactionary forces and 
imperialism. It described action being taken by the Portuguese Communists to unite 
the working class and al] social and political forces interested in a democratic and 
satriotic alternative to the present policies and the present goverrmment. 


The PCF delegation gave an account of the situation in Prance. The crisis is 

having an increasingly harsh effect on the working masses’ living conditions. 

The communists are leading the struggle against the capitalist government's 

policies of austerity, authoritarianism and national surrencer in order to obtain 
Satisfaction of the manual and intellectual workers’ demands. the basis of those 
struggles in enterprises, cities and villages they are working to build a stronger 
and more lasting union. In that way they are helping to establish the right everyday 
conditions for democratic change, to make progress toward radical transformations 
aimed at democratizing e@onomic, social and political life a:d at socialism, as 
defined by the 22d PCP congress. 


The two delegations stressed the intensify of the anticommunist campaign which is 
developing in thelr countries and the need for the strong resistance being put up 
by their respective parties. 


The PCP delegation stressed the meaning, objectives and consequences which Portuguese 
membership in the Common Market would have. The PCP is opposed to membership for 
three basic reasons: The fact that Common Market policy is determined by interests 
of the momber countries’ big monopolist groups. 





: 
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The major difference in levels of development between Portugal's economy and that of the 
Common Market countries--membership would mean the ruin of many sectors of the Portuguese 
economy. The fact that the proposed membership is a major political operation which, on 
the pretext of integration and an alleged need to aline the country's socioeconomic system 
with Common Market countries, is aimed at destroying the major democratic changes achieved 
by the Portuguese revolution and restoring the power of monopolies associated with foreign 
imperialisr: and big landowners. 


The PCF delegation emphasizes its party's fight against enlargement of the Common Market. 
This plan is the key element in the big bourgeoisie's scheme which, for the sake of its 
class interests, aims to integrate France more closely into a West European conglomerate 
dominated by the FRG and under U.S. tutelage. Enlargement would be the pretext for accel- 
erating supranational integration. At the same time it would have serious effects on 
living standards and employment, agriculture and industry and the economy of the different 
parts of the country. The PCF is resolutely against it and is striving to rally as broad 
a section of the nation as possible to prevent this harsh blow. At the same time it is 
continuing its campaign to insure that the interests of urban and rural workers prevail 

in the Cormon Market, to thwart domination by multinational monopolies, to encourage trade 
and mutually advantageous cooperation, to democratize European institutions, to implement 
great plans aimed at resolving the problems of our time and to build a Europe of the worke- 
ers and tii2 peoples. 


Both delegations maintain that defending democracy and national independence is incompatible 
with pressures and interference from supranational political, economic or military bodies 
which challenge the decisions freely made by each people. Both parties express their 
determination to defend national sovereignty and to insure that their peoples' wishes 

are respected. 


The two delegations examined matters connected with the international situation and the 
communist movement. 


The PCP and the PCF appreciate the progress made in peaceful coexistence in our times, 
despite imperialist efforts to block the detente process and preserve areas of tension 
in the world. 


Both parties declare themselves against the arms race and th? manufacture of new mass 
destruction weapons and in favor of concrete disarmament measures. They consider it very 
important to mobilize the workers and all the democratic forces which cherish peace in 
favor of these objectives. As far as Europe is concerned, the PCP and the PCF consider 
it indispensable to implement all the provisions of the Helsinki act. 


Both narties express their solidarity with and their support for all peoples who are 
fighting against imperialism, reaction, colonialism and neocolonialism, for peace, 
democracy and social progress. They particularly stress their solidarity with the 
Vietnamese people. 


They believe that the disagreements noted over certain issues must not prevent their 
cooperation or undermine their internationalist solidarity. 


At the end of their talks, which took place in an atmosphere of warm fraternity, both 
delegations confirmed the ties of friendship and solidarity between their parties and 
expressed their common desire to strengthen them. A number of initiatives contained in 
a protocol agreement have been planned for this purpose. 
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ETA TAKES RESPONSIBILITY FOR ATTACK IN SAN SEBASTIAN 
LDO31612Y Madrid Domestic Service in Spanish 1400 GMT 3 Jan 79 LD 


(Text) ETA's military wing has claimed responsibility for the attack which yesterday cost 
the life of infantry commander Jose Maria Herrero in San Sebastian. The ETA communique 
was sent to various organs of the media arn it adds that ETA will continue with the killings. 


Throughout last night and the early hours of this morning the police carried out numerous 
roadchecks in Madrid, demanding the identity papers of the motorists stopped. 


Although it has not been possible to get the following information confirmed by official 
sources, it is believed that the roadblocks and roadchecks have been set up in view of 
the possible existence of terrorist commandos in the capital who aim to carry out further 
acts in the offensive which has already been unleashed in the Basque country. 


MILITARY GOVERNOR OF MADRID ASSASSINATED 
LDO31630Y Madrid in Spanish to Burope 1600 GMT 3 Jan 79 LD 


{Text] Gen Constantino Ortin Gil, military governor of Maidird, has died in Francisco 

Franco hospital. He had been taken there at 1500 after having been seriously wounded in 

an attack carried out by four youths. The attack took place in front of General Ortin's home 
when he got out of the official car with his adjutant. Two youths were waiting for him at 
the entrance to his home and the other two were waiting nearby in a car in which they fled 
after machinegunning him and leaving him seriously injured. The Madrid military governor was 
immediately taken to the Francisco Franco hospital, where he died a short time later during 
an emergency operation. 


Immediately upon hearing about the attack, Lieutenant General Gutierrez Mellado, first deputy 
prime minister who is also in charge of defense affairs, met with Interior Minister Martin 


Villa and with those responsible for public order. King Juan Carlos and Prime Minister 
Adolfo Suarez have been informed of the attack. 


ETA Claims Responsibility 
LDO32035Y Madrid Domestic Service in Spanish 1900 GMT 3 Jan 79 LD 


{Text] From a dispatch from the EFE agency we have learned that ETA-military wing in Bilbao 
this evening claimed responsibility for the attack which cost the life of Gen Constantino 


Ortin Gil. 

ETA ANNOUNCES OFFENSIVE AGAINST ARMY OFFICERS 

TAO41050Y Paris AFP in English 1029 GMT 4 Jan 79 TA 

[Text] Madrid, 4 Jan (AFP)--The military branch of the Basque separatist organization ETA 


today announced the start of an offensive against “influential members of the (Spanish) 
armed forces." 


An ETA communique printed by Madrid newspapers said “the time has come to carry out an armed 
campaign against the state's hierarchy." The communique was dated yesterday and was written 
before the assassination yesterday afternoon of the Madrid military governor, General 

Constantino Ortin, newspapers noted. He was the fourth officer slain by the ETA since July. 
Gen Ortin was hit by several bursts of sub-machine gun fire as he got out of a car by his home. 
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NTERIOR MINISTER SPEAKS ON STATE SECURITY, ETA 
LDOVO3S24Y Madrid Domestic Service in Spanish 2324 GMT 3 Jan 79 LD 
{Address to the nation by Rodolfo Martin Villa, minister of interior--live] 


[Summary] "Good evening, ladies and gentlemen. First, in the name of the government 
and I think all the Spanish people, I want to pass on our sincerest condolences, to the 
family of General Ortin and to the great military family, for this death which fills us 
Spaniards with mourning and anger." 


This is another crime to add to the ETA assassinations and because of this I want to 

tell the Spanish people what is being done to combat the ETA. Today the necessary and 
usual measures and controls were taken. The means at the disposal of the Interior Ministry 
are the same as those in neighboring countries--arrests for more than 72 hours, entry to 
homes without prior court permission, phone tapping, the holding of suspected persons 
incommunicado, etc. All these measures are being used without inhibition. At times it is 
thought whether it would be advisable to decree a state of emergency. States of emergency 
have their advantages and disadvantages. 


The measures that have been taken have produced important results and nearly 100 people have 
been arrested in connection with ETA terrorism and together with the justice minister it 

has been decided to transfer these prisoners out of the Basque country for fear of attack 
on the prisons in that region. We respond only to the legislature, which is the repre- 
sentative of the sovereignity of the people. The reform of the penal code to isolate 
terrorism, cooperation with other countries on the subject of terrorism, the request to 
neighboring countries to refuse to grant political asylum are some of the measures that the 
government is carrying out. Perhaps quicker trials should be added to these measures. 


I address myself to the Spanish people, but especially to the Spanish Basque people. 
Political measures are an absolute necessity and they are based on the constitution and 
their practical framework will come from the statute of autonomies. But without doing 
away with terrorism, the political measures will have no meaning. 


I repeat words by Sr Leizaola who said that the Basque people must fight for peace and 
put an end once and for all to terrorism and violence without ambiguities. This means to 
be either on the side of the forces of public order or terrorism. I said recently in the 
Senate that ETA kills and robs, and that ETA is therefore guilty of what happens in the 
Basque country. 


"Let the government's intentions be clear. The government will strengthen, and is 
strengthening, with measures, with personrei and actions, the state's security forces and 
corps. The government will act with political measures that recognize the unique features 
of all the peoples of Spain. All the peoples of Spain have unique features and have the 
possibility of expressing themselves in their statutes of autonomy. But let me also make 
it clear what the government is not going to do. 


"The government is not going to do either of the following. It is not going to grant 
amnesty because it is juridically impossible according to the constitution recently 
approved and because the government has already announced--I myself announced it in a 
recent speech--that it does not have the political will for any amnesty. 





VII. 4% Jan 79 N 3 SPAIN 


"The other thing the government will not do is to negotiate with ETA. It is not going 
to negotiate with ETA because the hands of the government, which are the hands that 
administer Spain in the name of the Spanish people, cannot be stained with the blood of 
the ETA assassins. Let it be perfectly clear that there are no pacts and no amnesty. 


"However, what has to exist is a will by everyone--including the government and the security 
forces in the first place--to put an end to ETA because either we finish ETA or ETA will 
finish us and especially the freedoms which we are building laboriously. I want to make 

a special call to those who raise the subject of the alleged human rights issue whenever 

the government acts and the state security forces move to implement the government's orders. 
These people are speaking of human rights but are overlooking those who are denying all 
chances to enjoy human rights and the primary human right, which is the right to life. 

Let it be clear that we will not make a pact and we will not grant amnesty and let it 
therefore be clear that something exists which cannot be politically negotiable --Spain 
itself. Spain, the unity of Spain, is the basis of the Spanish constitution. The cold, 
murderous, implacable terrorism of ETA has been specially aimed in recent times against 
people like the illustrious soldiers, components of the three services, who have the 
constitutional mandate to safeguard the state, its constitution and laws. They have the 
mission of safeguarding something sacred, something not negotiable--the unity of the father- 
land, the Spanish nation. 


"This is the reason for our anger today, this is the reason for our mourning today. But 
let it be very clear that this does not make us lose our spirit in the building of a state 
in freedom, in fighting those who fight freedoms. On the contrary, let this occasion show 
that from this anger and mourning we will pay homage to all the first-class Spaniards who 
have fallen in the fight against terrorism and especially to those Spainards who make up 
the three services and who have shed their blood. These Spaniards have to be, are and 
will be the first-class defenders of the constitution, the laws, the unity of Spain. 


"I have nothing more to say, ladies and gentlemen. Many thanks. A thousand apologies for 
having appeared very late for this appointment but today, as others, has been a complicated 
day. It has been a difficult day. Good evening." 


NEW MILITARY GOVERNOR OF MADRID NAMED 
TAO4U1247Y Paris AFP in English 1214 GMT 4 Jan 79 TA 


[Text] Madrid, 4 Jan (AFP)--Division commander Gen Rafael Allende Salazar has been named 
military governor of Madrid to replace Gen Constantino Ortin Gil, killed here yesterday 
in a guerrilla attack. 


Gen Allende Salazar, 62, an infantry commander, takes office against a backdrop of 
increasing pressure for tough, new anti-terrorist laws to combat separatist extremists. 


The military branch of the Basque separatist group, ETA, which claimed responsibility for 
the sub-machine gun attack that killed Gen Ortin Gil, today announced an offensive against 
influential members of the Spanish Armed Forces. 


Gen Ortin Gil, a 63-year-old division-level commander, was the third apparent victim of 
ETA in the new year, and the sixth high-ranking military officer to be slain since 
November 1977. 
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OREJA ASSESSES CURRENT FOREIGN POLICY, FUTURE AIMS 
1D031205Y Madrid EL PAIS in Spanish 22 Dec 78 p 15 Db 
[Pablo Sebastian report: "Oreja: 'Main Foreign Policy Lines Drawn in 1978!"] 


[Excerpt ] Foreign Minister Marcelino Oreja declared yesteraay that in 1978 the main lines 
of democratic Spain's foreign policy were drawn, The head of Spanish diplomacy made this 
statement during a press conference in which he summarized the most significant foreign 
policy activities in the year now ending, highlighted increasing cooperation among the 
political parties over this policy and declared that in 1979 Spain will prepare for the 
CSCE conference, extend its cooperation with Africa and Latin America and initiate 
political talks with Britain over Gibraltar. 


"The year 1978 served to lay the foundations for Spanish foreign policy, which is European, 
democratic and Western-oriented, with two special projections in Africa and Latin America," 
Oreja declared at the beginning of his speech. Adding that one essential feature of 
foreign activities in the year just ending "was the way in which the political parties 
gradually came to agree with Spain's international behavior." This gradual interparty 
cooperation is, in the minister's view, what gives the title "democratic" to Spain's 
foreign policy, which he described as "European" because of the peninsula's historical 

and geographical location arid its vocation as an EEC member. The term "Western-oriented," 
adopted since the Union of the Democratic Center [UcD] concress, was incorporated into 

the overall definition to prevent it being described as a third world policy, as happened 
both within and outside tise UCD following the minister's speech to the UN General 
Assembly, owing to personal ambitions in various quarters and pressures clearly of 
Atlantic -American origin. 


Oreja admitted that occidentalism was incorporated to avoid confusion about an alleged 
Third World orientation, which in his opinion never existed but which some people wanted 
to see because they were determined that the government's NATO option should be discussed 
within the UN framework, "This option,” Oreja said, "depends on parliament.” The 
minister added that the king's trip to China--and his speech about hegemonist powers-- 
and Suarez! trip to Cuba still retain their current political value in the context in 
which both journeys were made, 


Spain is Neither Neutral nor Neutralist 


This debate can include the minister's statements that "Spain is neither neutral nor 
neutralist" and that "the government has not mortgaged its Atlanticist policy because 
Madrid is soon to stage the CSCE conference," planned for 1980 and whose future was 
one of the main points in the minister's declarations, Oreja pointed out that the 
government intends to prepare this conference seriously and that it hopes to achieve 
concrete results from it as regards disarmament and detente, He added that work on it 
is already underway and that Spain will consult with the countries of Western Europe 
and particularly the EEC. 
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On the subject of relations with the EEC, the minister recalled the submission of the 
application in July 1977, expressed «atisfaction at the progress of the Joining process, 
made reference to Calvo Sotelo!s statements about the need to negotiate in a tough, 
mercantilist spirit and added also "with a vocation to build European political union,” 
With regard to this continent, the minister emphasized Spain's entry ‘nto the Council of 
Europe ("in whose work the Spanish political parties participated intensively") and Prime 
Minister Suarez! forthcoming speech in that assembly, when he will speak of the Spanish 
political change as an exemplary formula, He referred to the Spain-EFTA agreement, 
which has been initialed but is still awaiting Portugal's signature, as another step 
forward, Similarly, he recalled his visits to Poland and Yugoslavia and announced his 
forthcoming trip to the USSR in January and later to Hungary and Romania. 


Foreign Aid Law 


Oreja said little about relations with Africa. He did not mention the absence of 
ambassadors between Madrid and Algiers--with which relations are now normalized--or the 
absurdity of the Saharan crisis, the attacks and abductions suffered by Spanish fishermen 
or the incredible establishment of relations between the UCD and the POLISARIO through 
the mediation of Javier Ruperez. The minister skimmed rapidly over the subject, recalled 
that Spain supports Saharan self-determination, He described as a success the African 
ministerial and parliamentary tour in connection with the OAU's claims to the Canary 
Islands and said that at present "there is no date for King Juan Carlos! trip to 
Morocco,” although it is known that the monarch may visit seweral African countries and 
one Scandinavian country in 1979. Nor did he mention Suarez! much -discussed trip to 


Algiers, 


He did announce that nis ministry is preparing for 1979 a foreign aid law which will 
enable Spain to have a more forceful presence in Africa, with a bigger budget than the 
present one of 110 million pesetas, and ie stated that Spain "will not change its policy 
regarding Ceuta and Melilla." 


On the subject of the other shore, Gibraltar, he said that he hopes to begin political 
consultations with Britain in 1979, without losing sight of Spain's ultimate objective, 
which is to recover sovereignty over the Rock, 


With regard to Latin America the minister highlighted the visits by the king and Suarez, 
described relations with Mexico and Venezuela as exemplary and with Argentina as fruitful, 
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SWEDEN 
SOVIET WRITER ON USSR STAND ON NUCLEAR -+REE BALTIC 
LDO31101Y Stockholm SVENSKA DAGBLADET in Swedish 22 Dec 78 p 3 LD 


{Article by Yuriy Komissarov, “foreign editor and coauthor of the book 'The USSR and 
Finland: Trends in Cooperation'": "Soviet Nuclear Weapons in the Beltic"] 


[Text] The new Soviet disarmament initiative at the 33d UN General Assembly session 
has drawn international attentiou. to an important political and military idea--the idea 
of not deploying muclear weapons on the territory of states which do not have them 
already and of strengthening security guarantees for those states. 


In his speech to the Stockholm Foreign Policy Institute last May, Finnish President 
Urho Kekkonen explained: 


"Since the disarmament talks are making little progress and new arms technology is 
increasing the danser of a nuclear conflict in northern Europe, the Scandinavian 
countries should begin talks among themselves and with the great powers." 


According to Kekkonen, whose speech attracted much attention, the idea of the north 
aS a nuclear-free zone, which he voiced back in 1963, could be taken as a departure 
point. 


There ave no nuclear arms in Scandinavia, and this policy of the Scandinavian countries 
undoubtedly contributes to maintaining peaceful conditions in the region. These 
conditions also constitute a substantial obstacle to those forces in the West which 
would like to destabilize tne situation there. 


But the current position is highly vulnerable, since the "nonmuclear” pledge has been 
made by Scandinavian countries unilaterally, without the backing of international law 
or counterpledges from the nuclear powers. 





Not Upsetting the Balance 


Fears are often expressed that the Scandinavian countries' acceptance of treaty commit - 
ments establishing their nonmuclear power status could mean a major review of those 
countries' security policy. That primarily applies to NATO countries and could even 
supposedly lead to an alteration in the balance of forces in northern Europe. 


Those fears appear unfounded. The creation of a muclear-free zone is first and foremost 
a matter for those states wishing to be a party to it. It is clear, therefore, that they 
have the right to act in such a way as to take account of the distinctive features of 
their foreign policy standpoints and the interests of their own security as they them- 
selves interpret it. 


The Soviet Union has never striven and does not strive now to alter the situation which 
has arisen in northern Europe or to upset the prevailing balance of forces to its own 
advantage. 


An agreement to create a nuclear-free zone must really guarantee that the territory of the 
states in question constitutes a zone completely free of muclear weapons and must not contain 
any reservations or loopholes whi’: make it possible to undermine their nonnuclear status. 


At the same time it is important that any particular state's membership in a military alliance 
should not serve as a basis for any exception to the commitments stipulated for those countries 
making up the nuclear-free zone, 
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In the Soviet Region 


The question of the muclear-free zone boundaries is of essential significance. In connec- 
tion with the discussion of the Finnish proposal, certain Scandinavian countries have 
raised the question of extending the validity of a possible agreement to a region beyond 
the territories of the participant states. 


"An important question in this context is how to demarcate a muclear-free zone. For our 
part we believe that such a plan must take into account tactical muclear weapons which are 
near us and which can be directed against targets in Scandinavia," Swedish Foreign Minister 
Karin Soder explained last May. Hans Blix, her successor, clarified the point in a 

1 November speech: "It is obvious that the Baltic, for instance, must be included in such 
a zone." 


Norwegian Foreign Minister Frydenlund has voiced the same opinion. 


In practice this is a demand for the validity of the tmuclear-free zone to extend to part of 
Soviet territory and for the freedom of navigction of Soviet vessels in the international 
waters of the Baltic to be restricted. 


In Accordance With International Law 


It should be mentioned that when President Kekkonen has proposed a nuclear-free north he has 
always said, in developing the idea, that it would be appropriate for such an agreement to be 
made “among the Scandinavian countries," that is, Finland, Sweden, Norway, Denmark and Iceland. 


In a SVENSKA DAGBLADET interview last /une he again explained that his proposal “applies to 
Scandinavia as a muclear-free zone wit)\in existing state borders and territorial waters. The 
question of extending such a zone to include international waters could not be decided with- 
out the participation of the nuclear powers." 


The Soviet standpoint here is clear. The Soviet Union proceeds firmly on the principle that 
the muclear-free zone's geographical boundaries must be decided strictly in accordance with 
the accepted norms of international law, including free passage on the open seas and instraits 
used for international navigation. 


This means that the zone's boundaries cannot be extended beyond the participant states’ borders, 
including their airspace and territorial waters established in accordance with international 
law. 


The Soviet Union and the Straits 


It should also be taken into account that the Soviet Union is a nuclear power and consequently 
neither its territory nor part of its territory can be made into a nuclear-free zone and that 
the status of the nuclear-free zone must not serve to hinder Soviet warships passing through 
straits to the Baltic and carrying any kind of weapons. 


This question bears directly on the established balance of forces among the nuclear powers and 
the principle that none of the sides! security should be prejudiced. It would be wrong to 
raise the question of restricting the military activity of one muclear power merely because 
it adjoins a muclear-free zone and on that basis to demand from it more commitments than 
from the other nuclear powers. 


A more effective way to insure the security of the nmuslear-free Scandinavian states would be 
for all nuclear powers to pledge to respect the nuclear-free zone's status and jointly to 
guarantee it. 
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Our Support 


The Soviet Union has repeatedly stated its readiness to guarantee the status of a 
Scandinavian muclear-free zone along with the other muclear powers. Since the 
Soviet Union believes that the most effective way to solve the problem of protecting 
the nommuclear states against the introduction of muclear weapons is a4 miltilateral 
agreement containing joint guarantees from the nuclear powers, the Soviet Union has 
proposed at the United Nations that an international convention be devoted to 
strengthening security guarantees for nonmuclear states. 


The creation of a muclear-free zone in the north would be a measure to reduce inter- 
nmational tension and the threat of a mclear var. 


The Soviet Union has supported and will contirwe to support all constructive steps 
in that direction. 


NORWAY 
PALESTINIAN MILITARY OFFICIALS TO VISIT, DISCUSS LEBANON 
LDO“O94SSY Oslo APTENPOSTEN in Norwegian 22 Dec 78 evening edition pp 1, 12 LD 


[Excerpt] A small group from within the military branch of the PLO has been invited 
by the Norwegian authorities to visit this country. The visit will take place in the 
first half of next year and comes about following a PLO initiative. The PLO officers 
are to hold talks with the authorities on practical issues of common interest relating 
to Norway's participation in the UNIFIL forces in Lebanon. PIO representatives made 
contact last fall with the Norewegian Embassy in Beirut and expressed a wish to visit 
Norway, Foreign Ministry press spokesman Torstein Sande told AFPTENPOSTEN. 


"The visit is under review in the Foreign Ministry and we expect the group to arrive 
here in the first half of 1979," he said. Talks will take place at both the Foreign 
Ministry and the Defense Ministry. A rehabilitation program for people wounded in 
the war, for instance, will be discussed, and it is believed that Norway will receive 
asmall group of Palestinian wounded for rehabilitation. The talks will also resolve 
round practical questions relating to Norway's participation in UNIFIL and the field 
contacts between the Norwegian forces and the group in Lebanon. The PLO officers 
will be accompanied by a small group of wounded Palestinians, he said. 


This is undoubtedly the first time PLO representatives have been invited on an official 
visit to a Western country. Correspondent Lars Josefsson reported from Beirut at the 
end of October that six high-ranking PLO officers had been invited by Norwegian 
authorities in the Defense Department to visit this country. Those officers were to 
include the PLO's deputy commander. That time the Defense Department categorically 
denied any knowledge of such an invitation from the Norwegian authorities. However, 
the reports from Josefsson in Beirut described unprecedented activity among Norwegian 
journalists and UN officers and the PIO in Beirut. 


Defense Minister Rolf Hansen confirmed to APTENPOSTEN that he was in contact with a 
Palestinian Lebanese officer at the end of November during his visit to Lebanon. 
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ANEXARTITOS: WALDHEIM MUST BACK UN RESOLUTIONS 
NWCOLOB15Y Nicosia © ANEXARTITOS in Greek 1 Jan 79 p 3 NC 
[Prom the “Independent” colum: "In View of Talks") 


[Text] We are heading toward talks. Waldheim is preparing a framework to this effect. 

A preliminary plan has already been handed to the interested parties. We are not aware 

of the contents of this prelininary plan; however, we think that it would not be inadvisable 
if we stressed that our side is committed to the UW resolutions and decisis and therefore 
it cammot accept any framework that bypasses, disregards or underestimates the fundamental 
role of these resolutions, 


We also think that it is the duty of the Cyprus Government to inform the UW secretary 
general that it will go to the talks only if they are both actually and formally based 
on the UW resolutions. If, during the talks, the two commummities wish to have in mind 
the four guidelines and the cmstitution of the Cyprus Republic, it is their right to do 
so. However, in commecticn with the guidelines there is the question of interpretation, 
and we believe that their authentic interpretation is within their alinement with the UN 
resolutions and decisions, international law and the prevailing intematioal practice. 
However, the actual basis for the talks and the framework for solution are solely the UW 
resolutions. 


Pinally, we think it would be useful to the UW secretary general if we pointed out to hin 
that his capacity as trustee of the UV resolutions binds him to work for their implementation 
and therefore if he has some right, it is not to widerestimate but to overestimate these 
resolutions. 


RADIO, PIO PLACED UNTER MINISTRY TO PRESIDENCY 
NCOSLIS“S8SY Nicosia © AGON in Greek 3 Jan 79 pl NC 


[Text] A public service, the Public Information Office [P10], and a semigovernmental 
organization, the Cyprus Broadcasting Corporation [CBC], will come wider the Ministry to 
the Presidency effective 1 January 1979 and not wider the Ministry of the Interior as has 
been the case so far. 


A provision is made in the republic's 1979 regular budget, which is pending before the 
House of Representatives, for the transfer of the PIO to the jurisdiction of the Ministry 
to the Presidency. Mm amendment will be submitted to the House soon for the transfer of 
CBC. 


The Cyrpus Athletic Organization will also be detached from the Education Ministry and 
placed wider the Ministry to the Presidency. 


TPSC CABINET DISCUSSES U.5., WALDHEIM PROPOSALS 
WOO41055Y Ankara ANATOLIA in Turkish 1001 OMT 4 Jan 79 NC 


[Text] Lefkosa, 4 Jan--The council of ministers of the Turkish federated state of Cyprus 
[TPSC] met last night to discuss the U.S. “framework proposals” which were put forward on 
10 November last year. The meeting was chaired by president Rauf Denktas. 


The “framework proposals"--which have been commonly termed as a plan for a solution--were 
conveyed to TPSC president Rauf Denktas on 10 November 1978 in New York, The proposals 
were conveyed to the Greek Cypriot leadership on the same day and submitted through 
Giplomatic channels to the Turkish and Greek Governments for their information. The 


TFSC had not found the opportunity before to work on the proposals because of the 
government crisis that had emerged in northern Cyprus. 
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It is reported that Denktes cave a detailed briefing @ the proposals during last night’s 
meeting at the presidential residence, which went on witil late at nicht. For the first 
time Jourmalists were nct permitted into th presidential residence. 

According to @ local news agency, last night's meeting discussed not only the U.S. "frame- 
work proposals,” but also UN Secretary General Kurt Waldheis'’s proposals for the resumption 


of the intercowmmal talks. 
FAMOUSTA TURKS REPORTEDLY RESETTLING IN KARPASIA 
WCO41235Y Nicosia © AGON im Greek 4 Jan 79 pp 1,8 NC 


[Text] The Turkish Cypriots are leaving occupied Pamagustea in stages and are settling in 
other areas of the north, Their withdrawal started about a month ago, som after the U.S. 
plan for Cyprus became public, and has taken on wider dimensions in the past few days. 


Accormiing to reliable information from various sources, the Turkish Cypriots who are 
leaving occupied Pamagusta are settling in the Karpasia area. The source of this 
information was not in a position to say whether the Turkish Cypriots had been orered to 
withdraw or whether they are leaving Pamagusta on their om initiative because they have 
become convinced that Pamagusta will be retumed to the Greek Cypriots. 


At the same time, according to the same information, the Turkish Cypricts have tried, at 
the instruction of Denktas, to persuade [Turkish mainland] settlers residing in Pamagcustea 
to leave the tow with the promise that if they leave they will receive sufficient ecmonic 
assistance to live a better life in another area. 


Accoming to information from diplomatic sources, the Turkish generals have asked the U.S. 
Jovermment to provide the economic aid which was approved after the lifting of the embargo 
with the opening of talks on Cyprus. The Turkish generals have informed the thited States 
that they would not be prepared to agree to the various initiatives in the Cyprus issue 
unless this condition is met. 


TURKISH UNITY PARTY LEADER INVESTIGATED ON CITIZENSHIP 
WCOSO9LSY Nicosia ZAMAN in Turkish 4 Jan 79 p 1 WC 


[Text] An inquiry has been opened into the case of Ismail Tezer on grounds that he is not 
a citizen of the Turkish federated state of Cyprus [TPSC]. Tezer had announced at a press 
conference some time ago that he was forming a party and his remarks have been the sub ject 
of controversy in the press and among the Turkish Cypriot community. Officials have stated 
that Ismail Tezer is not a TFSC citizen and thus has no right to form a political party 
and that the necessary investigation into his case is underway. 


The attempt by the Greek Cypriot press to spread allegations that Turkish citizens are forming 
parties in the TPSC and Tezer's statement at the press conference produced a harsh reaction 
among the Turkish Cypriot community. A TPSC official said on this issue: “It is now clear 
that the honorable Ismail Tezer, who is reported to be the founder of the Turkish Unity 
Party, is not a TPSC citizen. AS a result, the necessary legal inquiries have been insti- 
tuted. This issue has not developed in the way that the Greek Cypriot press is trying to 
depict it in the form of propaganda. 


"People who are not TPSC citizens have no right to form political parties, and since such a 
right does not exist such a party cannot be accepted as a legal institution. For this reason, 
investigation into the case of the person in question is continuing.” 
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DEFENSE MINISTER REBUKES TWO RETIRED OFFICES 
ATOT1L310Y Athens I KATHIMERINI in Greek 3 Jan 79 p 10 AT 


[Text] In avery stern statement, Defense Minister Bvangelos Averof has categorically 
denied the charge by retirned senior officers Andreas Siapkaras and I. Anagnostopoulos 

that the Greek Govermment is making concessions to Turkey concerning defense positions in 
the eastern Aegean, specifically in the area of Limnos, Averof stressed that the statement 
by the two retired officers contains “gross inaccuracies” that “could shake domestic morale 
and enhance illegal designs abroad” and that the two generals would do well not to be so 
flippant in trying to obtain publicity for themselves. 


In the Joint statement of retired Lieutenant General Siapkaras and retired Air Force 
Major General I, Amagnostopoulos, they assert among other things that in the negotiations 
which are continuing between Greek and Turkish experts on instructions from the Greek 
Government : 


1. “The defensive position on the island of Limnos is being abandoned since the terminal 
area (TMA) of the airport at that site is being restricted in accordance with Turkish wishes, 
so that it may not be used as a military airport. 


2. “In substance the air corridor between Limnos-Mitilini-Khios-Samos is being abolished 
to satisfy the illegal and arbitrary Turkish demands and so that Turkish military planes 
may penetrate without restrictions and without formalities up to the line of Thasos-Athos- 
Skiros-Andros-Tinos-Mikonos. 


3. “Greek governments under K, Karamanlis since 1975 have permitted the operation of Turkish 
naval and air foree firing ranges within the Aegean west of the sea borders between Greece 
and Turkey, although prior to 1975 Turkey had never contemplated carrying out activities 

of this kind, The inability of Greek rulers has emboldened Turkey to such an extent that 

it has sent a map to the Greek authorities in which it includes a great number of arbi- 
trary and illegal firing ranges for its navy and the air force, Actually, Turkish temerity 
has reached such a point that because of a firing range it established outside Evvola ite 
self, east of Cape Kafirevs, it has asked Greece to abolish the air corridor between 

Athens and Khios. Greece--if one can imagine thise-is discussing the issue ‘technically. '” 


In reply to this statement Defense Minister Averof said: 


"With their lengthy statement the two retimed generals seem to believe that they have a 
monopoly on patriotism, knowledge and prudence, They seem to believe that the worthy and 
creative leaders of the armed forces and their staff officers who technically advise us 
know nothing of the art of war. This is natural since one of these two gentlemen twice 
proposed, when some other air force lieutenant general was in command, to replace hin, 

It is their right to have any opinion they wish about themselves and about others, but 

it is not their right to publicly assert gross inaccuracies which, Should they be believed, 
could shake domestic morale and enhance illegal designs abroad. Fortunately, it is known 
abroad that serious negotiations on certain points, in order to solve complex and dangerous 
issues, are one thing and the existence of points on which Greek positions are firm are 
another. Thus, for instance, those abroad have been informed, both berbalily and in 
writing, that 'the abandonment of the defense position on the island of Limnos and the 
nonm-utilization of its military airport’ will never constitute an object for negotiations. 
In this difficult period when the armed forces, with much toil and wisdom and thanks 

to the people's funds and he government's policy, are splendidly defending the country, 
the two retired generals would do well not to be so flippant in trying to obtain publi- 
city for thenselves. " 
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KXE CENTRAL COMMITTEE PIEZEWUM ELECTS SECRETARIAT 
AT311550Y Athens RIZOSPASTIS in Greek 31 Dec 78 p 1 AT 


("Statement by the chairman of the plenum"--not further identified--on the “convening 
of a plermum of the KKE Central Committee-date of plemm or statement not given] 


[Text] A plermm of the KKE Central Committee convened and examined international and domes- 
tic developments and the party's practical action since the 10th Congress. Specifically, 
it examined the new situation that has developed in the wake of the agreement for the 
situation that has developed in the wake of the agreement for the country’s accession to 
the EEC. the further course of the trade unionist movement and the problems of rallying 
the left and of cooperation among all democratic forces, 


The plermm positively evaluated the party's activity, approved the work of the politburo 
during that period and, specifically, focused its attention on th» matters of the 
party's organizationcal development and the operation of the party organization at the 
‘ase. 


The plermm elected a Central Committee Secretartat composed of: MKharilaos Florakis, 
Nikos Kaloudhis, Grigoris Parakos, Mina Yiannou, Loula Logara, Stefanos Papayiannis and 
Orestis Kolozof, 


The Plenum passed a resolution that will be published. 

December 1978, The Chairman of the Plenum 

BANK OF GREECE GOVERNOR DISCUSSES ECONOMY, INFIATION 

ATO31215Y Athens Domestic Television Service in Greek 2050 GMT 2 Jan 79 AT 


["Interview” granted by Governor of the Bank of Greece Zolotas to “representatives of 
the press" --live) 


[Excerpts ] We agreed to meet today to continue the discussions we have had in the past on 
various timely issues. This time our issue is inflation and, more specifically, how to 
combat it. The government has recently taken the decision to definitely, tut gradually, 
combat inflation so that we can approach the EEC countries. However, before touching 

on the issue I would like to say a few words concerning the development of the economy 
in 1978. The year is ending and it is customary to make a small report, This will 
benefit the discussion to follow, 


First of all, I will refer to gross national income. This year, as you perhaps are aware, 
gross nation..l income increased by.a percent. Last year this figure was 5.9 percent, 

In addition, industrial pro@uction increased by 7.2 percent compared with last year's 

2 percent increase. Agricultural income, in this exceptional agrarian year, increased 
by 8 percent. The previous year it decreased by 4.9 percent. As regards employment 

in industry, in 1978 employment increased by 5.5 percent while in the previous year it 
was slightly higher, namely 4.6 percent. However, in order to perceive the significance 
of this fact we should remember that in the EEC countries employment decreased by 

about 1 percent. The same is true in regard to the previous figures I have given yous 
Gross national income and industrial production. Specifically, in industrial production, 
the EEC failed to register an increase, 


Unemployment: Unemployment in Greece is estimated at about 2 percent, This is a normal 
figure and under the best of circumstances in any country unemployment appears at 

1 to 2 percent even though the economy may be flourishing. In the EEC, unemployment 

is 5.9 percent and, in fact, there are both high and low unemployment rates. In West 
Germany unemployment is 4,4 percent and in Ireland, which has the highest unemployment 
rate, the figure is 11.5 percent. 
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Total investments in fixed capital increared by 6 percent in Greece this year. In 
the EEC this figure was 1 percent, but unfortunately in Greece I would say the entire 
percentage represents houses and other infrastructure or investments, As regards 
pro@uctive investments, unfortunately, there was no increase this year. 


We are pleased with the balance of payments. I myself, as the representative of the 
Bark of Greece, am satisfied because when the year began I was under the impression 
that the development of the balance of payments would not be so satisfactory, However, 
in the course of the year, especially Guring the last 6 months, there was a significant 
rekindling of exports, and imports did mot rise so quickly as to have a terrible impact 
on the deficit in the balance of payments. Imports rose by 14 percent, while last year 
they rose by 15 percent, and exports--both this year and last--rose by 15 percent, 


What is significant is that the inflow of private capital, especially of Greek private 
capital--something that in the past few years has become a usual phenomenon-<ias covered 
all these deficits, the balance of trade and payments Geficits, and has provided a 
surplus which is very significant and strengthens the country's foreign exchange reserves. 
This is very significant. Let me tell you that the $3500 million loan which we received 
Guring the year has been put aside and not used at all, There are other, equally 
cncouraging, facts. Of course this shows that the situation was rather good, that we 
should be sat‘sfied, But we are not satisfied because productive investments have not 
begun to expand in this country. Of course there is something that comforts us a little, 
as Mr. Royce who came here said: “You are like us, because you have inflation and few 
productive investments. We also have inflation and few productive investments.” of 
course this should not comfort us, we must take care to proceed with productive investments 
as soon as possible, especially now that we are joining the EEC. 


Now 1: t me come to the principal issue, the issue of inflation. As I have said previously, 
the government has categorically stated that it will combat inflation, This is very 
important and the government has said that its goal is that, at all costs, all sides 
should contain inflation and that prices should not evceed 10 percent. I will assert 

a platitude that we all know. As an old professor of mine used to say, inflation con- 
stitutes the worst kind of tax, Why? Because we are being taxed and lose pocket income, 
When I have my income in my pocket and say that I can buy so many things, after several 
months I buy fewer things and so forth, However, this is not the only thing. Inflation 
distorts the economy, “t hurts the economically weak and it hurts savings. It favors 
profiteering and it undermines the economy's competitiveness. It is an illness--if you 
recall in the past I had named it “inflationitis"--and an illness that should be treated 
so that the economic body can recover, We must understand that we will not be able to 
recover unless we radically combat inflation, However, to do this we must not ask only 
the state to combat it, we need cooperation, We all must help. We cannot tvll the 
state: Do everything you wish to reduce inflation, but we have our demands whether 

we are workers, farmers or businessmen; you must satisfy all our demands, At the same 
time we put pressure from all sides so that we may receive as much as possible. If 

we do this, the result will be negative, Therefore cooperation is needed among the 
state, the banks, the working people, businessmen, professionals and farmers. We must 
understand this well and restrict our desires so as to recover from the illness of 
"“inflationitis." [At this point, Zolotas starts to entertain questions ] 
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[Question] Mr Professor you have enumerated the factors that have contributed to the de- 
viation from the monetary goal in 1978. You spo about the incomes policy, financial 
policy and credit policy. Do you not think that monetary policy contributed to the increase 
in inflation in 1978 in the sense that the foreign exchange value of the drachma, as it 
was determined from within the “basket,” has led to a gradual devaluation vis a vis the 
strong currencies--a devaluation that has resulted in considerable imported inflation 

and that, consequently, in 1979, in order to achieve the goal of 10 percent inflation, 

we must correspondingly adjust our foreign exchange policy so that we can reduce imported 
inflation? 


1 w 
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{Answer] First of all, I would like to tell you that in economics we speak of a domestic 
and foreign monetary balance. These should run in parallel. Therefore we are compelled, 
since we have greater inflation than other countries, to make adjustments. After all, 

it is for this reason that we have this “floating” monetary system as it is being called. 
This was done so that adjustments could be made without sudden devaluations and rev- 
aluations. If we take the "basxet" or the bunch of currencies used by the monetary fund 
for ourselves and all other countries and rely on this, it would appear that we have 
suffered a devaluation of about 8 percent. I claim that this is not correct because we 
are now changing many of the currencies in the basket. Our foreign exchange transactions 
are from 50 to 60 percent in dollars. Consequently, if 1 want to determine how much our 
currency has been devalued and I want to prepare a bunch of currencies, I should include 
the dollar as at least 50 percent of the total. The 8 percent devaluation figure, 
although the dollar has dropped in value, would be 4 percent if the doliar were properly 
weighted in the basket. We may so include the dollar in the future, but I can't tell 

you yet because this must be discussed. In order to determine the drachma's true value the 
dollar should be included in the basket of the extent of WS percent, with other currencies 
comprising the remaining 50 percent. Then with each devaluation or revaluation of th: 
dollar there would be a 50 percent impact. If we take into consideration this observation 
about the dollar, I think the devaluation of the drachma has only been 4 percent. 


However, I have somthing more to say. This 4 percent represents in every unit of the cost 
of living index only 10 percent. I want to tell you that the devaluation of the drachma 
contributes very little to the cost of living increase. Moreover, we rely on the dollar 
because of our exports. Freight rates and all remittances by workers, except for those 

in West Germany, are in dollars, as is tourist income. Therefore since we rely on the 
dollar, we cannot let the dollar drop as much as it has been dropping, because if we 

let it, it might drop by 34 or 35 percent. Ido not know how far it would go. But then 
what would happen to our exports and to our tourism? It is for this reason that we ar 
compelled to have the dollar comprise 50 percent of our basket of currencies. 


[Question] Mr Professor, referring to the incomes policy, the government policy, you 
expressed the view that the demands of workers this year should be limited to 10 percent, 
provided the cost of living increase is only 10 percent. if this truly happens, we would 
have for this year, specifically for this year, some kind of an adjustment based on ths 
cost of living increase. Why is the government proceeding to enact this cost of living 
adjustment, that is use this method for determining the increase in workers! incomes, for 


only this year? 


[Answer] In principle, the incomes adjustment based on the cost of living increases is 
not correct from the viewpoint of combatting inflation, because this automatic adJustmerit 
may bring about an impasse if you want to combat inflation. 
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We can see this in Italy and in Iceland where everything is based on the cost of living. 
I read anarticle recently about inflation increasing by 30 percent (?in Iceland) because 
everything goes up in price. You know these things act in a compound manner. One thing 
increases, the other increases and they act in unison to increase inflation. I do not 
Say that the increase in incomes should be only 10 percent. I mentioned this because I 
do not want the workers! buying power to be eroded; I do not want true wages and re- 
numeration to be eroded. In other respects, we should be careful if we want to rid 
ourselves of this illness of inflation. 


[Question] You referred to the example of Britain where the increase in salaries was 

truly smaller than the percentage increase in inflation. However, there are cases in 

other states where in addition to linking income increases to the inflation rate where a 
percentage of the increase in productivity, at least half of it, is given as an increase 

in incomes. Should not the working people be compensated for inflation and for productivity, 
because otherwise there is no real increase in their remuneration? 


{[Answ _I have to say the following in this connection. Of course in principle you are 
right and, thus, workers and working people in general can imporve their true remuneration. 
They improve this through increases in productivity because anything else will lead to 
inflation. This is correct in principle, but you should bear in mind that last year we 
had a decrease in productivity by 1 percent and, despite this, wages and salaries were 
increased much more thantneincrease in prices. Therefore, we must make a beginning 
somewhere and we must not say that we have to support workers and do anything for them. 

Xn the other hand, however, it is in their own interest to restrict demands to this extent; 
this is why I have said that cooperation is needed so that we may achieve this result. 

Of course I do not know what the government has in mind because it has not yet announced 
its income policy. As it has stated, it will announce it in January. I do not know what 
it will be. The only thing I have said here is that workers should not suffer a decrease 
in their true salaries, and that the increase in wages and salaries should be 10 percent 
in any case. From that point on it is the government's business what policy it will 
follow. One should also consider what the increase in productivity will be in 1979. 

A forecast should be made. 


[Question] Due to everything that has been said by competent people the impression has 
been created that the entire effort for the combatting of inflation is aimed and focused 
at the restriction of salaries and wages while, on the other hand, other sectors are 
abandoned to intensify inflationary activity, such sectors include the budget in its 
entirety--let us not divide it into a regular budget and investment budget, let us view 
it in its entirety. It is inflationary because it shows an increase in expenditures 
amounting to more than 20 percent. Another sector is the financing of the private sector. 
Anyway we look at it, the financing of the economy's private sector will surpass the goal 
thatwill be set for it, regardless of whether this is 15 or 16 percent. We have become 
accustomed to learning that this goal is annually exceeded by 5 percent. The third 
sector is the abolition of subsidies, something that will increase the cost of living in 
1979 by about two units. 


In addition to all these things it would be taken into consideration that the burden of 
the financial policy, to the extent of 65 to 70 percent, is born by salaried people. 


[Answer] These observations would be correct if other things had not taken place in the 
meantime. You recall that at the beginning of my talk I told you that an effort was 
made in the budget to make it anti-inflationary, but that, unfortunately, the budget 
consists 90 percent of inelastic expenses. 
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This is the terrible thing about the situation, This also occurred in the past, before 
the war. Inflation had risen because of public debt, because of public servants! salaries 
and inelastic expenses and then nothing could be done. In any case, the budget has 
acquired this form, However, despite all these things a strong effort has been made by 
the minister of economics to compress the budget from the viewpoint of expenses, so that 
he can obtain what revenues are possible from those professions which enjoy high profits, 
He has done this. 


As regards abolition of subsidies, even this helps the country. At first glance this 
measure seems inflationary because one may say that when subsidies are abolished, prices 
in some, say one, two, three of four products, will increase. However, this measure is 
very anti-inflationary because the prices of these goods will rise only once and the 
inflationary pressure is finally reduced because no more banknotes will be placed in cir- 
culation to cover these subsidies. In any case, we are not placing this burden on workers. 
This would be terrible; No one is thinking of this. On the contrary, I have repeatedly 
told you that we must help as much as we can to improve the position of workers and, 
generally, of salaried people. But I have said that there are limits to demands, there 
are limits to increases which, if exceeded, will work against production and against the 
salaried people-decause as I said, inflation will "eat" the income from their pockets, 


{Question] You said that inflationis a form of tax, perhaps the worst kind, However, 
we could say that the true taxes are the public expenses and, unfortunately, public 
expenses in Greece are not only not declining, but the state is increasing activity and 
enters fields that do not belong to it, It is becoming a businessman and a bad one at 
that. Would you like to comment a little on the state's intervention in the private 
economy? 


[Answer] It is true that itis now the fashion, not only in Greece, but in all countries 
to suggest that the state expand its commercial activity. Superficially, this might seem 
a good thing in regard to giant industries and very large commercial sectors. However, 
the bad thing about this is that when the state takes over businesses, these become 
bureaucratic ones; they acquire the image of public servants and their productivity 

and effectiveness decline, At least experience not only in Greece, but everywhere, has 
proven this, For this reason, I believe that only when it is absolutely necessary should 
the state expand, and in this country it has expanded enough, However, in the past I 
have supported, you know this because we have discussed it, the state taking initiatives 
without establishing new state businesses, It should take initiatives from within 
organizations we have established such as ELEVME [Greek Industrial and Mining Investments 
Company) and ETVA [Hellenic Industrial Development Bank]. Such organizations can make 
investments in limited companies whose shares are placed on the stock market, so that we 
Greeks can acquire truly democratic, impersonal companies--not only family companies. 

I want to say that in a free economy such as ours the criterion for all these things is 
productivity, because in the last analysis what interests us? Besides general objectives, 
we are concerned about the people's prosperity. We are concerned about increases in 
investments and productivity, and the raising of the people's standard of living. We 
must find the best means to do this. Of course a public sector must exist, but at the 
same time a private sector should also existe And when this private sector works effectively 
we must help it through private initiative to advance. Furthermore, we should bear in 
mind that we Greeks have distinguished ourselves as businessmen. We have conquered the 
seas with our merchant marine. 
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You see that, currently, commercial enterprises, about 30 construction companies, have 
ventured forth from tiny Greece to the Arab countries and have opened a door for us to 
enter with our products and with our technicians who are working there and receiving very 
high salaries. Moreover, currently, in regard to the EEC, I believe that gates will be 
opened to us in that direction also, The Greeks know what to do, Therefore I think that 
we should exploit it, because in the final analysis it is the people's prosperity that 
concerns us and nothing else. Therefore, principles, objectives and so forth should aim 
at that because I think this is in the interest of all of us. 


(Question] A question with three parts: As you have told us, it seems the government is 
orienting itself toward a specific anti-inflationary goal within a specific time period, 

It is obvious that within this time period the government is asking not only for the con- 
sent but also for the cooperation, perhaps also for the sacrifice, of some classes of 
people including the working class. Do you not think that the government should also under- 
take a commitment about the time of this sacrifice so that the people who accept this plea to 
cooperate will know that the results will make it a limited one? That is one of the three 
parts of the question. The second part is: Do you think that this political effort can be 
achieved with the public administration below the political level--that is the public 
aGministration level which will implement this policy? I am referring to the public admini- 
strco*‘on about which you have in the past expressed anxiety. The third part of the question 
is: In order to measure inflation, we watch a certain number of prices, principally of 
consumer goods. Could it be that in contemporary life an equally important role is played 
by other consumer goods toward which people with a higher standard of living turn--such as 
durable goods which are not often included in this cost of living basket, and immovable 
property, such as homes? Is this where the true chaos lies? 


[Answer] With regard to this last issue, we must examine the philosophy of preparing the 
cost of living index and this is difficult to discuss here because it is a technical matter. 


As regards the sacrifice about which you spoke, I do not think we are asking for sacrifices. 
I told you that salaries and wages have increased by 22 percent. Therefore a sacrifice is 
not required. Essentially a restriction within the possibilities of the economy is being 
asked, nothing else. That is, we must not overreach these possibilities, because we would 
then--against our own interests--perpetuate inflation, I do not think any sacricie is needed, 
only reasonable self-restraint. Now as regards public administration: It is true what you 
have said about it, but do you know what I believe? Now that we are going to join the 
European Community we shall be compelledto modernize our administration. Do you know what 
they were telling us abroad? There was an article in the French newspaper LE MONDE a few 
weeks ago that referred to the three countries that will join the Common Market; that is, 
Greece, Spain and Portugal. It said that these countries are suffering from "under- 
administration." This is not particularly correct because our administration has personnel 
who can rise to the occasion and has proven this during the EEC negotiations that took 
place, Of course, however, we need modernization. We shall achieve this under pressure 
from the Common Market because they will be compelling us. Every day there will be dis- 
cussions; our people, our public servants, will come and go every day. In the first 
instance about 400 to 500 Greeks will have to go to work in Brussels. This will soon 
contribute to the reorganization of our administration. I, at least, am rather optimistic. 
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[Question] So you consider adequate the qualitative control over the credits that are 
given to the private economy? In other words, it has been determined that a large portion 
of such credits leak into consumer expenses. This happens every year, Is the control 
system adequate, or should it be tcugher? 


[Answer] You are right about this. But do you know what is happening? The banks should 
cooperate in this instance and do you know how difficult this is? This is not because bank 
administrations oppose this, but because commercial banks have branches throughcut Greece, 
The National Bank of Greece has 350 branches, Every manager of a branch is a petty 
governor there; he makes decisions as to who will receive credits and, of course, an 
individual cannot easily check these things. However, the banks can, and we have recom- 
mended this to them. This year we shall be stricter in this regard and formulate a program 
which should be conveyed to all branches regarding what they can and cannot do and what 
their qualitative criteria should be. I think that this can be achieved. You also should 
publicize these things so that they can become comprehensible to all and so that we 2ll can 
help. 


{Question] Mr Professor, the government has set as its goal the curbing of inflation in 
1979 to 10 percent, This is a goal that since 1974 has been annually set. Many measures 
are taken to implement it but, unfortunately, inflation, despite everything--with both 
improvements and setbacks--remains above 10 percent. What is it that makes you believe 
that in 1979 this goal will be finally achieved? 


[Answer] [words indistinct] Also because of the purification we are implementing in the 
subsidies sector. This is a basic thing. I believe the inflationary pressure that has 
been emanating from this terrible source, which I first noted in 1974 when I had become 
minister of coordination, will be reduced to a smaller level. This is something that is 
happening for the first time, I believe in this and I tell you that as the governor of 
the Central Bank of Greece I will do everything possible so that we may achieve this goal. 


(Question) To a significant extent, Mr Zolotas has replied to my questions; but we can put 
it differently about a more general field, specifically about the income policy. As the 
minister of coordination has said, the government will announce its income policy ina 

few days and you have more or less indicated the minimum limit which should not be less 
than 10 percent. At the same time, Mr Mitsotakis has told us that there is a decision by 
the government that the limit to be set should be respected by all sides and that there 
will be taxation and commercial police punishments for violations. Of course, this can 

be achieved in the bilateral agreements to be made. But so far, from experience over the 
last 5 years, the thing that upsets these limits are the arbitration courts which of 
course have the freedom to issue any verdict they wish. Given this fact, that is, with 
decisions by the courts of arbitration which will upset the limits to be set by the govern- 
ment through its income policy, shall we succeed in combating inflation? 


[Answer] I will tell you the following: As regards the courts of arbitration, the govern- 
ment, I think, has taken measures so that the judges can acquire some economic education, 
because previously judges who sat on the arbitration courts came from divorce courts. They 
were being asked to discuss wages and salaries and knew nothing about the subject. Now, 
however, judges have been selected who will be given additional training to do this Job. 


[Question] You spoke about the influence of the abolition of subsidies will have and, 
naturally, no one can deny that in the long run these measures will produce results. 
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This year, however, in 1979, the abolition of subsidies on only meat will add to the cost 
of living index about 1.3 percent I think, and the increases we expect from electricity 
bills and so forth will also add about one or two units to *he cost of living index. The 
increase in the cost of fuel which will come after at lear’. 3 months will also increase 
the cost of living index by another unit and, consequently, if we quickly calculate this, 
we will add an increase of four or five wiits to the cost of living index. Of course, 
one should hope that in the medium-term the situation will improve. However, what is the 
issue? When, for instance, we set a limit of 10 percent for increases in workers! sala- 
ries and wages, this 10 percent will undoubtedly lead to a loss of income by working 
people. Previously you said, when referring to the public sector, that its productivity 
is to blame, Naturally, the productivity of the entire economy is to blame for inflation. 
However, when we state that there is a 1.9 percent increase in the economy's productivity 
and for this reason the cost of labor is greate--l19.7 percent of the total 1978 wage in- 
creases-=my question is: Why, without being certain we shall have an increase that will 
guarantee the working man will not suffer a loss, must we burden him with that for 

which the entire economy is to blame? That is, the working man has low productivity and, 
for this reason, the cost of labor has increased. We did not make the necessary invest- 
ments. How can the working man be sure that the investments will be made, that produc- 
tivity will increase and that, consequently, the cost of labor with the contribution and 
the sacrifice of the working man will drop? 


[Answer] I did not say that the increase must be only 10 percent. The increase mast 

be 10 percent so the working man does not lose. From that point on, I know nothing about 
the government's decision. However, it is not permissible, if we want to combat inflation, 
to again increase salaries and wages by 22 percent as we did in 1978. This is obvious. 

I do not know how much they should be increased, but they mst not reach these limits 
because their contribution to the cost of production is high. Someone has made a cale 
culation that it is 80 percent. I do not think it is 00 percent, but, in any case, in- 
flation's contribution is great and this should be born in mind because, otherwise, we 
shall not extricate ourselves from this vicious circle of salaries and prices, 


[Question] You have stated that the measures about prices announced by the minister 

of commerce are judged to be satisfactory. Do you have the 4mpression that these measures 
are a kind of freeze of prices, price control or something s‘milar? Can prices be 
restricted? 


[Answer] I have precisely stated that I oppose price controls, With such controls you 
accomplish nothing because prices are simply compressed for a certain period--that is 

you only superficially put the lid on inflation's manifestations, while underneath the 
caldron is boiling and ready to explode when the time comes, This occurred during the dice 
tatorship when, as you recall, while we were talking about the cost of livinz being so 
much, it rose by 33 percent. I do not accept such a thing happening. I wish intervention 
by the state so that the market operations can be restored to normalcy, The way things 
are now with all the shops, everyone does what one wishes, There is anarchy in prices. 

of course what the minister of commerce talked about doing, such as the posting of prices, 
the watching of one thing or another and supervision of the market will contribute to 
avoiding deviations from the normal operations of the market, 


Gentlemen, I wish to thank you very mach. I wish you and all who have listened to us a 
happy new year, with the achievement of the 10 percent inflation goal. 
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U.S. DELEGATION TO DISCUSS DEFENSE COOPERATION 
TAO31755Y Ankara ANATOLIA in English 1543 GMT 3 Jan 79 TA 


[Text] Ankara, 3 Jan (A A)--Turkish and U.S. delegations will come together in Ankara 
starting 16 January to negotiate a new defense cooperation accord. The delegations will 
be led respectively by Deputy Secretary General for Collective Security of the Turkish 
Foreign Ministry Paruk Sahinbas and U.S. Ambassador to Ankara Ronald Spiers. 


The teams are expected to assess the situation following the lifting of the U.S. arms 
embargo on 26 September 1978 and to start formulating a new status for joint defense instal- 
lations in Turkey which had been closed down on 25 July 1975 and allowed to operate “on a 
provisional basis" for a year by a decree of the Turkish Cabinet on 9 October 1978. 


WARREN CHRISTOPHER TO VISIT ANKARA 10 JANUARY 
TAO31756Y Ankara ANATOLIA in English 1535 GMT 3 Jan 79 TA 


[Text] Ankara, 3 Jan (A A}--Mr Warren Christopher, deputy secretary of state, will pay a 
visit to Ankara January 10-11 for talks on mutual problems. His talks will center around 
the Cyprus problem, defense issues and aid to Turkey. Informed sources said the crisis in 
Iran could also be discussed during the talks in Ankara. 


PRIME MINISTER'S MARTIAL LAW CENTER REPORTS INCIDENTS 
TAO31740Y Ankara Domestic Service in Turkish 1600 GMT 3 Jan 79 TA 


[Excerpt] The Prime Minister's Office Martial Law Coordination Center press bureau has 
issued the following statement: 


Cengiz Col, who was known to be an extreme leftist, was killed in an armed clash that 

took place in front of a bank on 5th Avenue in Kecioren in Ankara at around 1700 on 24 
December 1978. Seven persons have been taken into custody in connection with the incident. 
They are Neset Durdag, Hasan Ciraci, Ihsan Caraci, Nail Ayaz, Feyzi Baskan, Muammer Isik 
and Bilal Unal, who are known to be armed rightist militants. 


A citizen who was going to his house in Suleyman Mahvi Street in Harbiye in Istanbul at 1930 
on 2 January 1979 was attacked by three persons who took 450 Turkish liras from him on behalf 
of the Idealist youth organization. The martial law administration has taken over the inves- 
tigation into the incident. 


CANADIAN, BELGIAN PLANES EVACUATE FOREIGNERS FROM IRAN 


TAO32044Y Ankara Domestic Service in Turkish 1600 GMT 3 Jan 79 TA 


{Excerpt] A group of 140 persons evacuated from Iran arrived in Ankara aboard Canadian and 
Belgian Air Force planes. The first of the four Canadian military planes that left Ankara 
for Tehran this morning to evacuate foreign nationals brought back 90 passengers. Our 
correspondent reports that 59 of the 90 passengers were Canadians and the rest were English, 
German, American and New Zealand citizens employed by Canadian companies operating in Iran. 
The Canadian military planes are expected to continue their flights to and from Iran during 
the night. 


Officials have said that, if necessary, the evacuation of foreign nationals from Iran through 
Ankara will continue tomorrow as well. 


A Belgian Air Force plane arrived in Ankara from Tehran with 50 passengers this afternoon. 
They are Belgian, Dutch and Luxembourg citizens. The plane refueled at Esenboga airport 
and continued on to Brussels with its passengers. 
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BRITISH ENVOY DENIES CONGRATULATING DEMIREL 
TAO51599Y Ankara ANATOLIA in English 1525 GMT 3 Jan 79 TA 


[Text] Ankara, 3 Jan (AA)--The British ambassador to Ankara, Sir Derek Dodson, denied 
Wednesday that he congratulated Demirel after Parliament approved the imposition of martial 
law in 13 provinces. 


In a press release, the British Embassy in Ankara said Sir Derek returned from Izmir yester- 
day and informed the Ministry of Foreign Affairs that, during the half-hour adjournment 
before Mr Irfan Ozaydinli addressed the Grand National Assembly last week, he happened to 
meet Mr Ozaydinli and the opposition leader, Mr Demirel. He shook hands with both of them 
and had a few minutes of conversation with both of them. He had no meeting with Mr Demirel 
after the voting had taken place and there was no question of corgratulating him on any 
point whatsoever. 


TEN ARAB COMMUNIST PARTIES EXPRESS SOLIDARITY WITH TCI 


TAOSOB58Y Voice of Turkish Communist Party [Clandestine] in Turkish to Europe and Turkey 
1815 GMT 3 Jan 79 TA 


[Text] Ten commmist and worker parties from Arab countries have expressed their close 
solidarity with the Turkish Communist Party [TcP]. The Jordanian Communist Party, the 
National Liberation Movement of Bahrain, the Tunisian Communist Party, the Avant Jarde 
Socialist Party of Algeria, the Sudanese Communist Party, the Communist Party of Syria, 
the Iraqi Communist Party, the Lebanese Communist Party, the Egyptian Communist Party and 
the Moroccan Party of Progress and Socialism held a solidarity meeting in December 1978. 
A decision was unanimously adopted at the meeting to send a message of solidarity to the 
TCP Central Committee. The message says: 


To the TCP Central Committee: 
Dear Comrades, 


We, the Arab communist and worker parties which held a meeting in December 1978 to discuss 
the problems of the Arab region and the developments in the Near East, extend our brotherly 
greetings to you, to all the members of your party which is waging a strugfie, and to 

all the Turkish people who are waging a struggle. We declare our ardent sand comradely 
solidarity against the bloody terror which claimed hundreds of lives from among the most 
valuable sons and daughters of the Turkish working class and the Turkis): people. 


Comrades, we are observing with close interest the development of the revolutionary struggle 
being waged by the Turkish masses against the presence of the American military units in 
Turkey, against the NATO bases in your country, against the deepening economic crisis and 
toward national liberation, democracy and social development. The struggle of the brotherly 
TCP which is leading the masses in their struggle is a great support for the cause of the 
Arab peoples, especially under the present difficult conditions. That is why we are following 
with great interest the continuous development and strengthening of your party. We declare 
our solidarity with the struggle you are waging for the legalization of the TCP. 


Comrades, we are ready to establish and develop the closest comradely and internationalist 
relations between our parties and the TCP and between our peoples and your people who are 
waging struggles. This would be to the benefit of our common cause, the cause for national 
liberation, democracy, socialism and peace among peoples. Long live the aims of the brave 
Turkish people and of their Communist Party! 


[Signed] The Consultative Meeting of the Arab Communist and Worker Parties, December 1978. 
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